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TAGS: ECON, EFIN, FLAB. JA 

SUBJECT: FINANCIAL AND ECONOMIC DEVELOPMENTS - WEEK OF OCT 29-NOV 5 

1. SUMMARY: DOMESTIC DEMAND SHOWSNO SIGN OF RAPID INCREASE, 

ALTHOUGH NEW CONSTRUCTION ORDERS HAVE REVIVED AND CONSUMER SPENDING 
HAS ADVANCED. RETAIL PRICE ADVANCE CONTINUES 

AT RAPID PACE FOR SECOND CONSECUTIVE MONTH. END SUMMARY. 

2. NEW ORDERS FOR GOVT AND PUBLIC CONSTRUCTION (JEI 324) 

ROSE SHARPLY IN SEPT BY 21.5 PERCENT OVER AUG ON SEASONALLY 
ADJUSTED BASIS. FOR THE ENTIRE THIRD QUARTER. HOWEVER, NEW 
ORDERS WERE VIRTUALLY UNCHANGED FROM THE SECOND QUARTER. NEW 
PRIVATE ORDERS FOR CONSTRUCTION (JEI 325) FELL 3.3 PERCENT 

AFTER RECORDING A STRONG RISE IN PRIOR MONTH. THIRD QUARTER 
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NEW PRIVATE ORDERS WERE 13.9 PERCENT HIGHER WM FOR 
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APRIL-JUNE. NEVERTHELESS, THESE ARE BELOW YEAR AGO 
LEVELS; NEW CONSTRUCTION ORDERS BY GOVT/PUBLIC SECTOR 
AND BY PRIVATE FIRMS WERE DOWN 3.0 PERCENT AND 16.6 
PERCENT, RESPECTIVELY, FROM JULY-SEPT 1974. 

NEW CONSTRUCTION ORDERS, SEASONALLY ADJUSTED 
(BIL YEN; PCT. CH. FROM PROR MONTH IN PARENTHESES) 



GOVT/PUBLIC 

PRIVATE 

JULY 

197.9 (-18.6) 

214.8 (-9.8) 

AUG 

194.3 (-1.8) 

269.5 (25.4) 

SEPT 

236.1 (21.5) 

260.6 (-3.3) 


3. AVERAGE PROPENSITY TO SAVE (JEI 363) ROSE I AUG 
FROM PRIOR MONTH LEVEL. MONTHLY SURVEY OF INCOMES AND 
EXPENDITURES OF WAGE AND SALARY EARNERS. CONDUCTED BY 
PRIME MINISTER'S OFFICE, SHOWED SEASONALLY ADJUSTED 
AVERAGE PROPENSITY TO SAVE OUT OF DISPOSABLE INCOME OF 
24.5 PERCENT IN AUG. THE AUG FIGURE WAS SUBSTANTIALLY 
HIGHER THAN JAN- JUNE AVERAGE OF 23.7 PECENT. THE AUG 
RISE IN THE SAVINGS REFLECTS SHARP (3.9 PERCENT) RISE 
IN DISPOSABLE INCOME (JEI 361) ALONG WITH MORE MODEST 
(1.9 PERCENT) INCREASE IN CONSUMPTION (JEI 355). IN 
PAST THREE MONTHS CONSUMER SPENDING ROSE 3.3 PERCENT 
S .A., WHICH EQUIVALENT TO ANNUAL RATE OF 13.9 PERCENT. 

AVERAGE PROPENSITY TO SVE (S.A.) 

(PERCENT) 


JUNE 

23.2 

JULY 

23.0 

AUG 

24.5 


4. RICE PRODUCTION THIS YEAR IS UP TO 13.1 MIL 
METRIC TONS, 6.5 PERCENT MORE THAN CY 1974. THE 1975 
SUPPORT PRICE IS 15,570 YEN PER 60 KILOGRAMS ($880 PER 
METRIC TON), OR 14.4 PERCENT ABOVE 1974. THESE TWO 
FACTORS COMBINED WILL GIVE RICE PRODUCERS GREATER GROSS 
INCOME OVER THE NEXT SIX MONTHS, ALTHOUGH THE ENTIRE 
AGRICULTURAL SECTOR IN JAPAN REPRESENTS ABOUT 4 PECENT 
OF GROSS DOMESTIC PRODUCT (GDP). 
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5. TOKYO CONSUMER PRICE INDEX (JEI 422) CLIMBED 1.7 
PERCENT IN OCT FROM PRIOR MONTH LEVEL. INCREASE CAME 
ON THE HEELS OF A 1.9 JUMP IN SEPT AND BROUGHT RISE IN CPI 
SINCE MARCH TO 7.5 PECENT. THIS SHARPLY DIMINISHES GOJ 
HOPES OF CONFINING YEAR-TO-YEAR INCREASE IN CONSUMER 
PRICES TO ONE DIGIT LEVEL BY MARCH 1976. THE OCT 
INREASE WAS PRINCIPALLY DUE TO A DRASTIC 42.2 PERCENT 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


INCREASE IN VEGETABLE PRICES FROM THE PREVIOUS MONTH 
AND AN OFFSETTING DECLINE FOR THIS CATEGORY MAY OCCUR 
LATER. HOWEVER, INCREASES IN LIQUOR TAXES, TOBACCO 
PRICES, POSTAL RATES AND UTILITY CHARGES TO BE PUT 
INTO EFFECT IN NOV ARE ESTIMATED TO RAISE THE CPI BY 
NEARLY ONE PERCENT. IF THE GOJ IS TO ACHIEVE THE ONE 
DIGIT GOAL BY NEXT MARCH, MONTHLY INCREASES WOULD HAVE 
TO BE HELD TO AN AVERAGE OF 0.5 PERCENT OR LESS FOR 
THE NEXT FIVE MONTHS. 

INDEX PCT. CH. FROM PRIOR MONTH 


AUG 

171.2 

0.4 

SEPT 

174.6 

1.9 

OCT 

177.6 

1.7 


6. INTEREST RATES CONTINUE TO DECLINE ON A BROAD 
FRONT FOLLOWING THE BANK OF JAPAN'S ONE PECENT REDUC- 
TION IN THE OFFICIAL DISCOUNT RATE TO 6.5 PERCENT ON 
OCT 24. THE SHORT TERM "PRIME RATE" WAS ALSO LOWERED 
ONE PERCENT TO 6.75 PERCENT ON OCT 28. THE LONG TERM 
"PRIME RATE" WAS REDUCED BY 0.5 PERCENT ON NOV 5 AND IS 
NOW 9.20 PERCENT. SIMILIAR REDUCTIONS HAVE BEEN MADE 
IN SHORT - AND LONG-TERM INTEREST RATES OF BOTH PRIVATE 
AND OFFICIAL INSTITUTIONS. SHORT-TERM COMMERCIAL LEND- 
ING RATES HAVE GENERALLY BEEN REDUCED BY ONE PERCENT 
WITH THE "CALL RATE" IS NOW AT 8.0 PERCENT. LONG-TERM 
RATES FOR GOVT AND PRIVATE BANK LOANS (EXCEEDING TWO 
YEARS) HAVE BEEN LOWERED BY ONLY ABOUT 0.4-0.5 PERCENT. 
PASS-BOOK SAVINGS RATES WERE REDUCED 0.5 PERCENT TO 
3.00 PERCENT ON NOV 4, AND BANK TIME DEPOSIT RATES 
WERE LOWERED ONE PERCENT ON THE SAME DATE. 

7. EXPORT AND IMPORT QUANTUM INDICES, SEASONALLY 
ADJUSTED, (JEI 45 AND 49) SHOW HEALTHY INCREASES IN 
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SEPT. THE 4.9 PERCENT AND 10.5 PECENT MONTHLY 
INCREASES FOR EXPORTS AND IMPORTS, RESPECTIVEVY, 
RESTORED TRADE VOLUME TO THE LEVELS PREVAILING IN 
THE OPENING MONTHS OF 1975. THE RISE IN IMPORT 
VOLUME APPEARS TO REFLECT SOME RESPONSE TO THE CON- 
TINUED RECOVERY OF INDUSTRIAL PRODUCTION. (DETAILS 
ON SEPT QUANTUM AND UNIT VALUE INDICES REPORTED 
TOKYO 15719.) 

QUANTUM INDICES OF EXPORTS AND IMPORTS, S.A., 1970-100 
(PCT. CH. FROM PRIOR MO IN PARENTHESES) 



EXPORTS 

IMPORTS 

JULY 

155.0 (TMPL 

127.2 (9.5) 

AUG 

153.7 (-0.8) 

118.3 (-7.0) 

SEPT 

161.2(4.9) 

130.7 (10.5) 
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